
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

* * t * 

I n  t h e  Matter of: 

RATE ADJUSTMENT OF BIG 1 
SANDY RURAL ELECTRIC ) CASE NO. 8993 
COOPERATIVE CORPORATION ) 

O R D E R  

0 

IT  IS ORDERED t h a t  B i g  Sandy  R u r a l  E lec t r ic  Cooperative 

C o r p o r a t i o n  ("'Big Sandy")  s h a l l  f i l e  a n  o r i g i n a l  a n d  e i g h t  copies 

of t h e  f o l l o w i n g  i n f o r m a t i o n  w i t h  t h e  Commission,  w i t h  a copy t o  

a l l  p a r t i e s  of record by J u n e  15, 1984.  Each copy of t h e  d a t a  

r e q u e s t e d  s h o u l d  be placed i n  a bound volume w i t h  e a c h  i t e m  

tabbed. Where a number of s h e e t s  a re  r e q u i r e d  f o r  a n  i t e m ,  e a c h  

sheet s h o u l d  be appropriately i n d e x e d ,  for e x a m p l e ,  I t e m  l ( a 1 ,  

S h e e t  2 of 6 .  C a r e f u l  a t t e n t i o n  s h o u l d  be g i v e n  to  copied 

material  t o  i n s u r e  t h a t  it is l e g i b l e .  Big Sandy s h a l l  f u r n i s h  

w i t h  e a c h  r e s p o n s e  t h e  name of t h e  w i t n e s s  who will be a v a i l a b l e  

a t  t h e  public h e a r i n g  f o r  r e s p o n d i n g  to  q u e s t i o n s  c o n c e r n i n g  e a c h  

area of i n f o r m a t i o n  requested. Where i n f o r m a t i o n  r e q u e s t e d  h e r e i n  

h a s  b e e n  p r o v i d e d  a l o n g  w i t h  t h e  o r i g i n a l  a p p l i c a t i o n ,  i n  t h e  

f o r m a t  r e q u e s t e d  h e r e i n ,  r e f e r e n c e  may be made to  the specific 

l o c a t i o n  of s a i d  i n f o r m a t i o n  i n  r e s p o n d i n g  to  t h i s  i n f o r m a t i o n  

r e q u e s t .  I f  n e i t h e r  t h e  r e q u e s t e d  i n f o r m a t i o n  n o r  a m o t i o n  for a n  

e x t e n s i o n  of time is  f i l e d  by t h e  s t a t e d  da t e ,  t h e  case may be 
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1. I n  its a p p l i c a t i o n ,  B i g  S a n d y  h a s  p r o p o s e d  a n  a d j u s t -  

men t  t o  ref lect  t h e  i n t e r e s t  e x p e n s e  o n  CFC f u n d s  d rawn  down sub- 

s e q u e n t  to  t h e  e n d  of t h e  tes t  period. The  Commission,  i n  i t s  

Order dated October 2 4 ,  1983, i n  Case No.  8778, A d j u s t m e n t  of 

Rates of S a l t  River  R u r a l  Electric Cooperative Corporation, stated 

t h a t  for r a t e - m a k i n g  p u r p o s e s  it is r e c o n s i d e r i n g  i ts pol icy  of 

a l l o w i n g  i n t e r e s t  o n  d e b t  d rawn  down a f t e r  t h e  e n d  of t h e  t e s t  

year, and  t h a n  a n y  u t i l i t y  r e q u e s t i n g  t h e  a l l o w a n c e  of s u c h  i n t e r -  

es t  e x p e n s e  w i l l  h a v e  t o  prove t h e  n e c e s s i t y  t h e r e o f .  T h e r e f o r e ,  

provide a de ta i l ed  e x p l a n a t i o n  as to t h e  r e a s o n ( s )  t h a t  B i g  Sandy  

s h o u l d  be allowed i n t e r e s t  o n  t h i s  d e b t  w i t h o u t  a n y  r e c o g n i t i o n  of 

t h e  a d d i t i o n a l  r e v e n u e s  and  e x p e n s e s  a s s o c i a t e d  w i t h  t h e  f a c i l i -  

t i e s  c o n s t r u c t e d  w i t h  t h e s e  f u n d s .  

2. I n  E x h i b i t  H, A d j u s t m e n t  N o .  2 ,  Big Sandy  h a s  proposed 

a n  a d j u s t m e n t  to decrease i ts  i n v e s t m e n t  i n  associated organiza- 

t i o n s  by a n  amount  of $71,9218 t h e r e b y  r e d u c i n g  to  a zero l eve l  

t h e  amount  of non-cash  c a p i t a l  c r e d i t s  ass igned by various 

cooperatives. I t  is s t a t e d  t h a t  t h e  t e s t - p e r i o d  balance s h e e t  was 

a d j u s t e d  by t h i s  amount  b e c a u s e  t h e  c a p i t a l  credits w e r e  deemed to 

h a v e  n o  c a s h  v a l u e .  The  Commiss ion ,  i n  Case N o .  8930, Rate 

A d j u s t m c n t  of S o u t h  Ken tucky  R u r a l  E l e c t r i c  C o o p e r a t i v e  Corpora- 

tion, s ta ted  t h a t  i t  is  n o t  c o n v i n c e d  t h a t  s u c h  cap i t a l  credi ts  

will n e v e r  be paid or have n o  cash  v a l u e .  Therefore, provide a l l  

i n f o r m a t i o n  or a r g u m e n t s  ava i l ab le  t o  B i g  S a n d y  i n  s u p p o r t  of t h i s  

a d j u s t m e n t .  

3. The breakdown of d e p r e c i a t i o n  p r e s e n t e d  i n  E x h i b i t  J, 

page 2 of 5 ,  ref lects  a d e p r e c i a t i o n  r a t e  of 17 p e r c e n t  as h a v i n g  
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been applied to the test year balances of depreciable transporta- 

tion equipment. However, t h e  information presented i n  Item No. I r  

Exhibit J r  page 3 of 5, seems to indicate that depreciation on 

transportation equipment is not computed on the basis of e depre- 

ciation rate. Therefore, provide a detailed explanation clarify- 

ing the method(s) used to calculate depreciation on transportation 

equipment, including supporting computations that reflect the 

determination of the actual and normalized test-period deprecia- 

t i o n  expense associated with these assets. 

4. According to the explanation of Adjustment No. 5 

presented in Exhibit J, page 1 of 11, six of Big Sandy's non-union 

employees were granted a wage increase of 50 cents per hour. With 

regard to t h i s  wage increase, provide the following information: 

a. The effective date of the increase. 

b. The percentage of increase granted to each 

employee. 

C .  The annual wages of each employee prior to the 

increase and the effective date of that: wage level. 

d. Complete details regarding the factors considered 

in determining the amount of the wage increase, including any 

studies conducted w i t h  regard to the level of wages and s a l a r i e s  

paid by industries In Big Sandy's service area or by other 

electric cooperatives. 

5 .  With regard to the wage increase granted to salaried 

employees, Exhibi t  J, page 1 of 11, Indicates that e f f e c t i v e  Janu- 

ary 1, 1983, t h e  fncreaae  g r a n t e d  t o  I n a i d e  employeoa wa8 0 psr- 

cent and the increase granted to the general manager was 10 
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percent. P r o v i d e  t h e  amount of increase granted to these employ- 

ees effect ive J a n u a r y  1, 1984. In a d d i t i o n ,  for these employees 

p r o v i d e  t h e  i n f o r m a t i o n  r e q u e s t e d  i n  Item NO." 4 c  a n d  I d  above. 

6. A c c o r d i n g  t o  A d j u s t m e n t  No. 6, E x h i b i t  J, page 2 of 2,  

t h e  s ta te  unemployment  t a x  rate and  federal  unemployment  t a x  rate 

applied t o  taxable wages were 1.8 p e r c e n t  a n d  1 . 4  p e r c e n t ,  

r e s p e c t i v e l y .  P r o v i d e  complete d e t a i l s  regarding t h e  b a s i s  upon 

w h i c h  t h e s e  ra tes  were determined,  i n c l u d i n g  copies of any docu-  

ments  from the r e s p e c t i v e  a g e n c i e s  s p e c i f y i n g  t h e  t a x  rates. 

7. A c c o r d i n g  to  t h e  a n n u a l  report for t h e  year e n d e d  

December 31, 1983, B i g  Sandy i n c u r r e d  a d v e r t i s i n g  e x p e n s e s  in t h e  

amount of $6,663 a s  r e p o r t e d  i n  A c c o u n t  No. 913. However,  t h e  

breakdown s u b m i t t e d  i n  r e s p o n s e  to I t e m  No. 5 of t h e  Commiss ion ' s  

I n f o r m a t i o n  R e q u e s t  No. 1 d a t e d  March 15, 1984, reflects a d v e r t i s -  

i n g  expense in the total amount of $1,086 as  h a v i n g  been i n c u r r e d  

d u r i n g  t h e  tes t  period e n d e d  December 31, 1983. P r o v i d e  an e x p l a -  

n a t i o n ,  as w e l l  as a r e c o n c i l i a t i o n ,  of t h e  d i s c r e p a n c y  t h a t  

exis ts  b e t w e e n  t . hese  reported e x p e n s e  amoun t s .  

8 .  According to E x h i b i t  N, Big Sandy  has i n c l u d e d  i n  t h e  

c o m p u t a t i o n  of its t e s t - p e r i o d  rate base t h e  b a l a n c e  of materials  

a n d  suppl ies  a t  A u g u s t  31, 1983. P r o v i d e  a n  e x p l a n a t i o n  of the 

r e a s o n  t h i s  amount  was i n c l u d e d  i n  t h e  c a l c u l a t i o n  of the test- 

period ra te  base I n s t e a d  of the b a l a n c e  of materials a n d  suppl ies  

a t  December 31, 1983. 

9. P r o v i d e  a n  e x p l a n a t i o n  of the basis upon which  Big 

Sandy has i n c l u d e d  t h e  i n t e r e s t  o n  I ts  long-term debt i n  the 

c a l c u l a t i o n  of I ts  a c t u a l  and  pro forma working c a p i t a l ,  a s  
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i n d i c a t e d  i n  t h e  t o t a l  cost of electr ic  s e r v i c e  per E x h i b i t  0 of 

t h e  a p p l i c a t i o n .  

10. P r o v i d e  a n  e x p l a n a t i o n  of why t h e  12-month pe r i cd  e n d e d  

December 31, 1983, w a s  u s e d  as t h e  t e s t  y e a r  i n  t h i s  case. 

11. P r o v i d e  a n  e x p l a n a t i o n  of t h e  r a t i o n a l e  u s e d  i n  

d e t e r m i n i n g  t h e  amount  of t h e  i n c r e a s e  i n  r e v e n u e  t o  be a l located 

to  t h e  v a r i o u s  c h a r g e s  w i t h i n  e a c h  ra te  class. 

1 2 .  Page  1 of E x h i b i t  L i n d i c a t e s  t h a t  small b u s i n e s s e s  

t h a t  had  p rev ious ly  been b i l l e d  u n d e r  Rate A-1  are now going t o  be 

b i l l e d  u n d e r  Rate A-2. E x p l a i n  t h e  bases f o r  t h e  reclassif icat ion 

of t h e s e  c u s t o m e r s .  

13. Under R a t e  A-2 t h e  e n e r g y  c h a r g e  h a s  b e e n  d e c r e a s e d  by 

2.16 percent and  a new demand c h a r g e  h a s  been imp lemen ted .  What 

w a s  t h e  r e a s o n i n g  for t h i s  new d e s i g n  w i t h i n  t h i s  r a te  c lass  and  

h o w  w a s  t h e  amount  of the e n e r g y  and  demand charge d e t e r m i n e d 3  

1 4 .  B i g  Sandy has p r o p o s e d  to  c h a n g e  t h e  b i l l i n g  and meter 

r e a d i n g  d a t e s  shown i n  t h e i r  t a r i f f s .  P r o v i d e  t h e  r a t i o n a l e  used  

i n  d e t e r m i n i n g  t h e  new da te s  and  t h e  r e a s o n s  t h a t  new da t e s  were 

p r o p o s e d  . 
15. Under I t e m  4 o f  C o n d i t i o n s  o f  S e r v i c e  i n  S c h e d u l e  LP, 

if s e r v i c e  is f u r n i s h e d  a t  p r i m a r y  d i s t r i b u t i o n  vo l tage  a d i s c o u n t  

was appl ied t o  b o t h  t h e  demand and e n e r g y  c h a r g e .  Big Sandy  i s  

now p r o p o s i n g  t h a t  t h i s  d i s c o u n t  be o n l y  a p p l i e d  t o  t h e  e n e r g y  

c h a r g e  and  t h a t  t h e  amount of t h e  d i s c o u n t  be d e c r e a s e d  f rom 1 0  

p e r c e n t  to  5 p e r c e n t .  P r o v i d e  a s t a t e m e n t  of t h e  r e a s o n s  for 

p r o p o s i n g  t h e s e  c h a n g e s  and a s c h e d u l e  showing a n y  d i f f e r e n c e  t h a t  

w i l l  be made i n  t h e  r e v e n u e  p r o d u c e d  by  t h i s  rete c l a s s .  
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16.  I n  Item 3 u n d e r  t h e  S p e c i a l  P r o v i s i o n s  eection of 

S c h e d u l e  LPR, i f  service is f u r n i s h e d  a t  7620/1320 v o l t s  or above 

a d i s c o u n t  w a s  a p p l i e d  t o  b o t h  t h e  demand a n d  e n e r g y  c h a r g e .  B i g  

Sandy h a s  p r o p o s e d  t h a t  t h i s  d i s c o u n t  o n l y  be a p p l i e d  to  t h e  

e n e r g y  c h a r g e .  P r o v i d e  a statement of t h e  reasons for proposing 

t h i s  c h a n g e  a n d  a s c h e d u l e  showing  t h e  d i f f e r e n c e  t h a t  w i l l  be 

made i n  t h e  r e v e n u e s  p r o d u c e d  b y  t h i s  r a t e  class d u e  t o  t h i s  

c h a n g e  . 
17. The s e c o n d  p a r a g r a p h  u n d e r  I t e m  3 o f  t h e  Special 

P r o v i s i o n s  s e c t i o n  i n  S c h e d u l e  LPR shows new l a n g u a g e  c o n c e r n i n g  

t h e  seller h a v i n g  t h e  o p t i o n  of m e t e r i n g  a t  s e c o n d a r y  v o l t a g e  and  

a d d i n g  t h e  e s t ima ted  t r a n s f o r m e r  losses to t h e  m e t e r e d  KWH a n d  KW 

demand . P r o v i d e  a s t a t e m e n t  of t h e  reasons deeming  t h e  new 

l a n g u a g e  n e c e s s a r y  a n d  a s c h e d u l e  of a n y  d i f f e r e n c e  t h a t  w i l l  be 

made i n  t h e  r e v e n u e  p r o d u c e d  i n  t h i s  ra te  class because of t h i s  

change .  

18. P r o v i d e  a statement of how t h e  e s t i m a t e d  KWH losses, 

m e n t i o n e d  i n  I t e m  8 ,  w i l l  be d e t e r m i n e d .  

19. A f t e r  r e v i e w  of proposed t a r i f f s  it h a s  b e e n  found  t h a t  

no t a r i f f  e x i s t s  to  s e r v e  a c u s t o m e r  whose load is b e t w e e n  25 KVA 

a n d  750 KVA and  is n o t  located n e a r  t h r e e - p h a s e  l i n e .  P r o v i d e  a n  

e x p l a n a t i o n  for the a b e e n c e  of t h i s  t y p e  o f  t a r i f f .  

20. Under I t e m  2 of t h e  C o n d i t i o n s  of S e r v i c e  s e c t i o n  of 

S c h e d u l e  LP it  s t a t e s  t h a t  t h e  r e g i s t r a t l o n a  of t h e  two demand 

meters a h a l l  be added  to  o b t a i n  t h e  t o t a l  KW demand for b i l l i n g  

p u r p o s e s .  P r o v i d e  t h e  r a t i o n a l e  €or t h i s  m e t h o d o l o g y  and show a n y  

r e v e n u e  e f f e c t  t h a t  it h a s  had .  S h o u l d n ' t  t h i s  demand be t h e  
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a d d i t i o n  of t h e  t w o  meters to show c o i n c i d e n t a l  p e a k  demands 

i n s t e a d  of t h e  a r i t h m e t i c  peak demands o f  t h e  t h e  t w o  meters? 

21. File t h e  p r o p o s e d  t a r i f f s  for t h e  Experimental Resident ia l  

Time of Day rates i n d i c a t i n g  a n y  c h a n g e s  that h a v e  b e e n  made from 

t h e  present  t a r i f f s .  

22.  P r o v i d e  i n f o r m a t i o n  for p l o t t i n g  the depreciation 

g u i d e l i n e  curve i n  a c c o r d a n c e  w i t h  REA B u l l e t i n  183-1. F u r n i s h  

t h e  date  i n  t h e  f o r m a t  shown on t h e  a t t a c h e d  PSC Data Sheet No. 1. 

23. When was t h e  m o s t  r e c e n t  depreciation s t u d y  made by Big 

Sandy? F u r n i s h  a copy, if available. 

24. In r e f e r e n c e  to Exhibit J, page 2, e x p l a i n  how t h e  3.2 

p e r c e n t  composite depreciation rate €or distribution plant  w a s  

calculated. 
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Done at Frankfort ,  Kentucky, t h i s  5th day of June, 1984. 
PUBLIC SERVICE COMMISSION 

ATTEST: 

Secretary 
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